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IN THE CHANCERY COURT OF THE STATE OF TENNESSEE
TWENTIETH JUDICIAL DISTRICT, DAVIDSON COUNTY
RECEIVED
STATE OF TENNESSEE, x rel, ) MAY 28 2003
PAULA A, FLOWERS, ) Onv.Co
Commissioner of Commerce and ) M= GO Chancary Gourl
Insurance for the State of Tennessee, ) No. 03-294-1
) T
Petitioner, ) T2 B
) L Bo . "N
v ) ErEg % =
) 1 B R
DOCTORS INSURANCE RECIPROCAL ) L5z g 103
(Risk Retention Group), a Tennesses ) LORn = I
domiciled insurance company, ) i g}‘% -
) '?’ - {‘é
Respondent. ) Er

FINAL ORDER OF LIQUIDATION; '
FINDING OF INSOLVENCY; AND PERMANENT INJUNCTION

This matter came before the Court on the Motion to Convert Rehabilitation to Liquidation

and Verified Petition for Final Order of Liquidation, Declaration of Insolvency and Permancat
Injunction filed by Paula A. Flowers, Commissioner of Commerce and Insurance for the State of
Temnessee ("Commissioner," or "Petitioncr” or “Rehabilitator™) of Respondent Doctors Insuranee
Recipracal (Risk Retention Group), a Tennessee domiciled insurance company (*DIR",
"Respondeat" or “insurer”), pursuant to Tenn. Code Ann. § 56-9-305(a) and § 56-9-306. The
Motion was et to be heard on May 30, 2003, with notice to Rcspmidcnt, and no response to the
Motion was filed. Accordingly, based on the Motion and Venified Petition, the exhibits thereto,

and the record in this cause, the Court finds the Petiioner’s Motion and Verified Petition to be
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well taken and that it should be granted in its entirety. It 1s, therefore, ORDERED, ADJUDGED
AND DECREED as follows:

1. That the Petitioner, Paula A. Flowers, is the duly appointed Commissioner of
Commerce and Insurance for the State of Tennessee and statutory rehabilitator of Doctors
Insurance Reaciprocal (Risk Retention Group) (ﬁerein,aﬁcr “DIR™). Pursuant to the Tennessee
Insurers Rehabilitation and Liquidation Act, Tenn. Code Ann, §§ 56-9-101, ez seq. (heramafler,
“the Act”), the liquidation of a domestic insurer is to be conducted by the Commmissioner and her
successors in office after her appointment as liquidator by the Court. Tenn. Code Ann. §§ 56-9-
306, et seq.;

2. That the Commissioner has reasonably determrined that an order of liquidation of
DIR is necessary. The Commissioner as Rehabilitator for DIR since January 31, 2003, has
determined that the insurer is in such condition that further transaction of its business would be
hazardous financially to the insurer’s policyholders, creditors and the publie. The Commissionsr
fiuther has determined that the insurer is insolvent and that further attempts to rehabilitate DIR
would substantially increase the risk of loss to ereditors, policyholders and the public, and would
be futile;

3. The Commmissioner requests a declaration of the insurcr’s insolvency, and the
Court hereby declares based on the record that DIR is insolvent;

4.  Thereieno flJﬁher purpose or justifieation for continwing to rehabilitate DIR;
therefore, this Court hereby grants the request under Tennessee Code Annotated § 56-9-305 and
306 to convert this action inte a liquidation of DIR and finds good cause for immediate entry of a

Final Order of Liquidation and Permancnt Injunction as follows:
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A.  Thereceivership of Doctors Insurance Reciprocal (Risk Retention Grovp)
(also referred to herein as “DIR” or “insurer”), created by Order entered January 31, 2003,
for the purposes of rehabilitation, shall continue in full force and effect and that as of the
date of entry of this Order of Liquidation, said receivership is converted to a receivership
for purposes of liquidation. All powers, authority, and responsibilities of the
Commnissioner which are granted by the Court’s previous rehabilitation orders, and which
are not listed, amended, or augmented in this Liquidation Order, are hereby reaffirmed
and continued in Liguidation.

B. The Commissioner of Commerece and Insurance for the State of Texmessee,
and her successors in office, is appointed Liguidator of Doctors Insurance Reeiprocal
(Risk Retention Group) for purposes of liquidation as provided by Tenn. Code Ann. §§
56-9-305, 306, and 307 with all the powers conferred by law on receivers and fiquidators
of insurers appointed under those statutes. In addition to those powers specifically
enumerated in this Final Order of Liquidation and by operation of law under Temm, Code
Amn. §§ 56-9-101 et seq. for liquidators of insurers, the liquidator shall have the power to
exercise all powers now held or hereafter conferred upon receivers by the laws of this
state not inconsistent with Term. Code Ann. §§ 56-9-101, et seg.

C. Pursnant to Tenn. Code Ann. § 56-9-307, the Commissioner, as liquidator,
is authorized and directed (1) to take and continue in possession of all accounts, assets,
menies, and property (both tangible and intangible) belonging to, held by and/or in the
name 6f DIR both within and without the State of Tennessee, (2) to continue to be yested
by operation of law with the title to all of the property, contracts and rights of action, and
all of the accounts, asscts, monies, books and records of the insurer, wherever located, as
of the date of entry of the rehabilitation order, and any firther title or rights in property
gamed by the Commissioner by virtue of such receivership, and (3) to continue to have
the right 1o recover the same and reduce the same to possession and to administer them
under the general supervision of the Court. '

. D. Pursnant to Tenn. Code Ann. § 56-9-307, the rights and liabilities of DIR
and of its creditors, policyholders, shareholders, members and all other persons interested
in its estate shall become fixed as of the date of the entry of this Order of Liquidation,
except as provided in Tenn. Code Ann. §§ 56-9-308 and 326.

E. Policies Cancellation. Pursuant to Tenn. Code Ann. § 56-9-308, all
polieies, including bonds and other noncancellable business, in effect at the time of
issuance of this Order of Liquidation shall continue in force only for the lesser of: (I)a
period of thirty (30) days after the date of entry of the Order of Liquidation; (2) the
expiration of the policy coverage; (3) the date when the insured has replaced the
insurance coverage with equivalent insurance in another insurer or otherwisc terminated

. the policy; (4) the liquidator has effected a transfer of the policy obligation pursuant to
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Tenn. Code Ann. § 56-3-310(a)(10); (5) the date proposed by the liquidator and approved
by the Court to cancel coverage. The liquidater proposes and the Court hereby approves

that all outstanding policies and coverage be canceled on [date 30 days after Court
enters the Order of Liquidation] at 11:59 p.m.

F. This Order of Liquidation shall terminate coverage at the time specified in
Tenn. Code Ann. § 56-9-308(a) for purposes of any other statute.

, G.  The liquidator shall have all the powers enumerated in Tenn. Code Ann. §
36-3-310, including the power to appoint a special deputy or deputies to act for her and to
determine their reasonable compensation. One special deputy appointed by the
Commissioney js John Knox Walkup. The special deputy shall have all powers of the
liquidaror as granted by this Order and as epumerated in Tenn. Code Ann. § 56-9-310.
The special deputy shall serve at the pleasure of the liquidator. '

H. The liquidator shall have the power to employ employees and agents, legal
counsel, actuarics, accountants, appraisers, consultants and such other personnel as the
Equidator may deem necessary to assist in the liquidation.

L The liquidator shall have the power to fix reasonable compensation of
employees and ggents, legal counsel, actuaries, accountants, appraisers and consultants
with the approval of the Court, and shall have power to pay reasonable compensation to
persons appointed and to defray from the funds or asscts of the insurer all expenses of
taking possession of, conserving, conducting, liquidating, disposing of, or otherwise
dealing with the business and property of the insurer.

J The liquidator shall have the power to hold hearings, to subpocna
witnesses to compel their attendanee, to administer oaths, to examine any person under
oath, and to compel any person to subscribe to his or her testimony after it has been
correctly reduced to writing; and in ¢onnection therewith to require the production of any
books, papers, records or other documents which she deems relevant to the inquiry,

K. The liquidator shall have the power to audit the books and records of all

agents of the insurer insofar as those records relate to the business activities of the
nsurer.

L. The liquidator shall have the power to acquire, hypothecate, encumber,
lease, improve, s¢ll, transfer, abandon or otherwise dispose of or deal with, any property
of the insurer at its market value or upon such terms and conditions as are fair and
reasonable. The lignidator sha]l also have power to execute, acknowledge and deliver
any and all deeds, assignments, releases and other instruyments necessary or proper to
cifectnate any sale of property or other transaction in contestion with the liquidation.
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M. The liquidator shall have the power to enter into such contracts as are

necegsary to carry out the Order of Liquidation, and to affirm ¢r disavow any contracts to
which the wsurer is a party.

N.  The hquidator shall have the power to continus to prosccute and to
institute in the name of the insurer or in the liquidator’s own name any and all suits and
other legal proceedings, in this state or elsewhere, and to abandon the prosecution of
claims the liquidator deems unprofitable to pursue further.

O.  The liquidator shall have the power to prosecute any action at law or in
equity which may exist on the liquidator’s behalf, and/or on behalf of the creditors,
members, policyholders or sharcholders of the insurer against any persen or entity.
Pursuant to Tenn. Code Ann, § 56-9-313(b)(1), the liquidator may, within two (2) years
or such other longer time as applicable law may permit, institute an action or proceeding
on behalf of the estate of the insurer upon any cause of action against which the period of

limitation fixed by applicable law has not expired at the time of the filing of the instant
petition for liquidation,

P. The liquidator shall have the power to remove any or all records and
property of the insurer to the offices of the Commissioner or to such other place as may
be convenient for the purposes of efficient and orderly execution of the hquidation.

Q. The hquidator shall have the power under Tenn. Code Agn. §§ 56-9-315,
316, and 317 to avoid fraudulent and preferential transfers.

R The coumeration of the powers and authority of the liquidator shall not be
eonstrucd as a limitation upon the Commissioner or Special Deputy, nor shall it exclude
in any manner sny right to do such other a¢ts not herein specifically enumerated or

otherwise provided for, as may be necessary or appropriate for the accomplishment of or
n aid of the purpose of liguidation, :

S. Notlee. The liquidator shall give or cause to be given notice of the Order
of Liquidation in accordance with Tenn. Code Ann. § 56-9-311 as soot as possible: (1)
by fitst class mail and either by telegram or telephone to the insurance commissioner of
each jurisdiction in which the insurer is doing business; (2) by first class mail to any
Euaranty association or foreign guaranty association which is or may becomne obligated as
a result of liquidation; (3) by first class mail to all insurmnce agents of the insurer; (4) by
first class mail to all persons known or reasonably expected to have claims against the
insurer including all policyholders, at their last known address as indicated by the records
of the insurer; and (5) by publication in a newspaper of general cixculation in the county
in which the insurer has its principal place of business and in such other locations as the
liquidator deems appropriate.

Doctors Insurance Reciprocal (Risk Retention Gmupj Orxder of Liquidation and Permanent Injunction
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T. Claims Deadline. Except as otherwise establistied by the ltquidator with
approval of the Court, notice to potentia] ¢laimants under Tenn. Code Ans. § 56-9-311(a)
shall specify in the notice and require claitmants to file with the liquidator their claims
together with proper proofs thereof under Temn. Code Ann. § 56-9-324, on or before 4:30
Pp.m., Central Time, August 30, 2004, for purposes of participating in any distribution of
assets that may be made on timely filed claims that are allowed in these proceedmgs.

U. With notice given in accordance with Tenn. Code Ann. § 56-9-31 1, the
distribution of assets of the insuter vmder Tenm. Code Ann. §§ 5 6-9-101, ct seq. shall be
conclusive with respect to all ¢laimants, whether or not they reccive notice.

V. Protection from Suit. Pursuant to Tenn. Code Ann, § 56-9-313, no
action at law or cquity or in arbitration shall be brought against the insurer or liquidator,
whether in Tennessec or elsewhere, nor shall any sueh existing actions be maintained or
further presented or prosecuted after issuance of the Order of Liquidation. Al claims
must be submitted through the claims process as set forth in the Act, and as further
defined in this Order. Whenever, in the liquidator's judgment, protection of the estate of
the insurer necessitates intervention in an action against the insurer that ig pending
outside this state, the liquidator may intervene in the action. The liquidator may defend

any action itt which the liquidator intervenes under this section at the expense of the
estate of the insurer.

W.  Injunctions. Pursuant to Tenn. Code Amn. § 56-9-105(a)(1-11), alt
persons, firms, corporations and associations, mciuding but not limited to, Respondent
DIR and ite officers, directors, stockholders, members, subscribers, agents, contractors,
subcontractors and all other persons with authonty over or in charge of any segment of
DIR’s affairs, are prohibited and permanently enjoined from (1) the trapsaction of its
buginess, (2) the waste or disposition of its property, (3) the destruction, deletion,
modification, or waste of its recards, databases or computer files, (4) the commencement
or prosecution of any actions, or the obtaining of preferences, judgmoents, attachments or
other licns, or the making of any levy against the insurer or against its assets or any part
thercof unti] further order of this Court, and (§) any other threatencd or contemplated
action, not permitted under the Act, that might lossen the value of the insurer's agsets or
prejudice the rights of policyholders, creditors or sharcholders, or the administration of
any proceeding under this chapter; and this Court further authorizes the liquidator to
apply outside of Termessee for the relief described in Tenn. Code Ann, § 56-9-105(a).

X Cooperation. Pursuant to Tenn. Code Atn. § 56-9-106, the officers,
managers, dircctors, trustees, owners, employees, agents, contractors or subcontractors of
DIR, and any other persons with anthority over or in charge of any segment of its affairs,
are ordered and required to cooperate with the Commissioner in the carrying out of the
liquidation. The term "person” shall include any person who exercises control directly or
indirectly over activities of DIR through any holding company, parent company, or other

Doctors Insurance Reciprocal (Risk Retention Grewp) Order of Liquidation and Permanent Injunction
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affiliate of DIR. Further, the term “person’ shall include any person who exercises
control or participation in the activities of DIR, such as through the record-keeping and
computer systems cperation relating to the activities of DIR. "To cooperate” shall
include, byt shall not be Limited to, the following: (1) to reply promptly in writing to any
inquiry from the Comunissioner requesting such a reply; and (2) to preserve and to make
available to the Commissioner any and all bocks, bank and investment accounts,
documents, or other records or information or computer programs and databases or
property of or pertaining to DIR and in his or her possession, custody or control. No

person shall obstruct or interfere with the Commissionesr in the conduct of this
liquidation,

Y.  Anybank, savings and loan association, financial institution or other
person, which has on deposit, in its possession, custody or control any filnds, accounts
and any other assets belonging to, held by, and/or in the name of DIR, shall mmmediately
transfer title, custody and control of all such funds, accounts, or assets to the Hquidator,
and are hercby instructed that the Liquidator has absolute contro] over such funds,
accounts and other assets. The liquidator may change the name of such ageounts and
other assets, withdraw them from such bank, savings and Ioan association or other
financial mstitution, or take any lesser action necessary for the proper ¢onduct of this
receivership. No bank, savings and loan associatign or other financial institution shall
exercise aty form of set-off, alleged set-off, lien, any form of s¢lf-help whatsoever, or

refuse to transfer any finds or assets to the liquidator’s control withont the permission of
this Court. -

- Z Pursuent to Tenn. Code Amn. § 56-9-307(e), the Yiquidator shall make
financial reports to the Court, which shall be filed within one (1) year of the Order of
Liquidation, and at least annually thereafter. Financjal reports shall include the assets and
liabilities of the insuter and all funds received or disbursed by the liquidator during the
current period.

AA.  Any person, firm, corporation or other entity having notice of this Order
that fails to abide by its terme shall be directed to appear before this Court to ghow good
cause, if any they may have, as to why they should not be held in contempt of Court for
violation of the provisions of this Order.

BR. No bond is required of the Commissioner as a prerequisite for the filing of
the petition for or entry of this liquidation order or for the issuance of any injunction,
restraming order, or additional arder issued as provided by Temm. Code Ann. § 20-13-101.

CC.  This Liquidation Ordet is permanent and a final order and entitled to full
faith and credit pursnant to U.S. Const. Art. IV, § 1 and 28 U.S.C. § 1738 in the state and
federal courts of each of the United States.

Doctors Insmance Reciprocal (Risk Retention Group) Order of Liquidation and Permanent Injunction
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DD.  This Liquidation Order sh
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all be posted on the Tenpessee Department of

5. The Commistioner may apply to the Court for any further orders which may be

necessary to implement the terms of this order, or in aid thereof, to which the Commissioner may

be entitled, This Court retains jurisdiction for the purpose of granting such further relief as from

time to time shall be deemed appropriate.

S/

CHANCELLOR

AFPROVED FQOR ENTRY:

PAUL G. SUMMERS
Attorney General & Reporter

it (2 F)

‘BARAH A. HIESTAND (BPR #14217)
Senior Counsel, Financial Division
Office of the Attorney General

P.O. Box 20207

Nashville, Tennessee 37202-0207
(615) 741-6035

William W. Gibson (BPR #9049)
Andrew B. Campbeli (BPR #14258)
Wyatt, Tarrant & Combs

2525 West End Avenue, 15th floor
Nashville, Tennesses 37203-1423
(615) 2440020

Counsel for Commissioner ang Receiver Paula A. Flowers
and Special Deputy Recsiver John Knox Walkup

65368

ety
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CERTIFICATE OF SERVICE

Thereby certify that 2 true and correct copy of the foregoing Final Order of Liquidation
and Permanent Injunction and Declaration of Insolvency has been delivered by U.S. mail, first-
class postage pre-paid to:

Doctors Insurance Reciprocal RRG
Board of Directors

c/o Timothy O, Wiechers

4200 Tnnslake Drive

Glen Allen, Virginia 23060-3307

Bill Crews, Esq.
Crews & Associates
5006-B Monument Avenue

Richmound, VA 23230 and via fax to 804-359-19%8

on this ﬂmm day of May, 2003, and after entry, will be posted on the Department of
Commerce and Insurance website at:

http:ﬂwww.state.tn.us/commcrcefinsurance/re:'procols.ﬁndcx? :

SARAH ANN HIESTAND

Doctors Insurance Reciprocal (Risk Retention Grotp) Order of Liquidation and Permanent Lsjunction

g




